. Wiley & Sons, Inc.; McDonnell Automation. Can
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" FEDERAL COMMUNICATIONS COMMISSTION 87239 ..
- " Washingeon, D. Cy 20334

in cho Matter of - . D A . )
Regulatory and Policy Problems Presentad)

by the Intexdepandance of Computsr aad )
Communication Services and Facilitias )

-

By the Couiutgnz Commissioner uadcuo;th abunc.m.,um

3l H
- 7
O &

1. Oo November 10, 1966, the. cc—uuon u 1
captioned Notice of Inquiry with respsct..ta.the.regy
questions which are being raised by t.hc ztﬂiu B
computer services and technology and communtcactons
services of common carriers. The Notice. spe
involved, concerning which the Commission d¢ L -
tion, views and recommeandations from all uruud PeTBORS: wkﬂ
before fixing a date for the filing of _submissions andibesiuse:- . -
of the complex nature of this matter, wqf’u\vtud intersstadipessens: ‘f‘é;__sf 1
to make suggestions, by December 12, 1966, for additions. mw-dﬁ
fications or clarifications of the items. o£ inquixy ‘specifite .
Notice. As stated in tha Notice, aftar coasiderstion of: sug: s
suggestions, we would then issue a Supplemantal Notica and. $1
by which written responses are to be filed in this proceeding. . Tha-- - 2
following have responded to the initisl Notice: Americsn Commmica=- ;:,;’i.
tions Association; American Newspaper Publishers Association;: A-nuus aus
Petrolcum Institute (Central Committes on Communications Factliigies); -
American Telephone and Telegxaph Cmnpany. .Appu.ad Data Prxocsssing, . -~ -

of

Compucer Research Corporation; Compunng and Sofmrc, Inc
of Justice of the United States; Dial Data Inc.7 EAst &
Electric Company; Ceneral Services Administration:.of ‘the
Honeywell Inc.; Informatics Inc.; International Business
Corporation; ITT Data Services; ITT World. Couwuim

Microwave Communicatioas, Inc.; Milwauk
tion of Educational Broadcasters; Natiomal A
National Committee for Utilicies mm

Approv 56 TCIA-RDP84-00780R001600190045-8
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Republic Systems and Programming; Rixon Electromics, Inc. ; Robosowics,
Inc.; Towson Laboratories, Inc.; Union Pacific Railroad Company ;'
Unitab Company; VIP Systems; Wastern Union Telegraph Coupany; ané—
Xerox Corporation. ' :

2. Four types of responses were received. The largest
number expressed the view that the items of inquiry specified in
our Notice are sufficiently relevant and comprechensive as to require
no modification or additions in ordar to accomplish the objectives
of the inquiry. Certain of the respondents addrsssed themsal¥esits:"~ "
the merits of the questions posed by the Notice and advanced posi--
tions and recommendations with respect thereto. The conments o€~ " -
these respondents are, of course, premature since the Notice did.
not scek such substantive sudbmissions at this time. However, those
persens who replied in this mannaer are assured that their cosments:
will be considered after all substantive submissions are raceived on
or before the date to ba hereafter specified by this Supplemental
Notice. They should slso feel free to expand upon their commsuts.:
at that time, : : » T TR TR

' 3. Other peréons responded with comments which seek modfgh:
cation or interpretation of the ftems of inquiry listed in paragraph =
25 of our Notice of November 10, 1966. Also, suggestions were - -
advanced as to the procedurcs that the Commission should prescribe:
with respect to the substantive submissions contemplated by our
Notice, o

" 4. We will deal first with those comments suggesting modi»
fications or interpretation of the itews of inquiry listed imspara=-
graph 25, . At the outset, we wish to stress that it is our purposs
to accord the widest possible latitude to all participants to maks
whatever submissions are relevant and material to a resolution of
the basic regulatory and policy quescions identificd in our Notice
of November 10 as having been raised by the growing convergencs of
computer and communication services and technology. In this context,
after considering each of the modifications suggested, it {s-our view
that, with certain exceptions hereinafter noted, the itams of: inquixy:
listed in paragraph 25 are sufficiently broad and encompassimg-to* -
accommodate submissions by respondents treating those areas which :
are the subjecct of ‘their suggestions. We believe that the following
summary of the more significant and relevant suggestions that:have:
been filed, together with our brief observations thereon, will’assist
participants in. formulating their submissions. ’ R

company 6??3&*EKEWﬂ: &N
which asks for a description of the uses that are beisg made curremtcly

b L]
o

and the uses-that are anticipated in the next decads of computers and.

eivarios o ot o S
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communications channels and facilities, should expressly include remote
terminal and channel derivation equipment. The telegraph company
suggestedthat Item C, which inquires into the circumstances under which
computer services should be deemed subject to regulation, should

.include the concept of any '"combination of serwices." It also,

suggested consideration of the question as to whether, if any of
these services or combination of services are offered by both regu-
lated and non-regulated companies, there are any considerations, legal
or otherwise, requiring the regulation of some, but not all, of the
companies. The telegraph company also proposed that Item D, which
asks the question whether regulation or competition will best serve
the policies and objectives of the Communications Act, should be
expanced to encompass a combination of regulation and competition.

In our view, the items of inquiry set forth in our Notice of Inquiry
of November 10, 1966, may be properly construed to permit all partiel
to address themselves to each of the foregoing matters.

6. The other suggestions of Western Union are designed to
"make more specific the areas in which information ought to be obtained.”
As previously indicated,-~the inquiry was designed to be broad encugh. -
in nature to allow interested persons maximum latitude in responding
with any specific data or views which they believe are relevant to
this inquiry and .will aid the Commission in resolving the questions
raised herein. Thus, with respect to Item B, which asks for a descrip-
tion of the basis for and structure of charges to customers for the
services listed in Item A, Western Union suggests an amendment which
would invite disclosure of the terms and conditions of sale, lease
or other arrangemeants with customers involving computers or computer
systems. Item B was designed to elicit such information and should
be so construed.
7. The International Business Machines Corporation inter~
preted Item A "as limited to data processing applications requiring
communications channels and facilities." It interpreted Item B “as
not intended to elicit from the computer industry information con~-
cerning the basis for and structure of charges for computers for
data processing services generally, but only to elicit information:
concerning the methods of handling communication costs in connection
with the charges for communication channels and facilities required
for data processing applications." These interpretations are much
too restrictive. The purpose of this inquiry ie to elicit full infor-
mation essential to an understanding of theeconomic, operational and
other aspects of the use of computers in conjunction with communica-
tion channels -and services. Lt appears to ua that such an under-
stand*ng cannot be achievaed by focusing upon the lidtter to the
exclusion of the former. We are not here concerned with the charges
made by the computer industry for. the sale or lecasa of computer
cquipment per se. We are, however, concerned with ascertaining the
structure of any and all charges related to the fum ishing of the

P
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computer services which are the subject of this inquiry, including
all components of such charges and the basis therefor. Accordingly,
responses herein should include full information concerning the
charges made in connection with existing and anticipated uses of

both computers and communication channels and fatilities for the pur-
pose contemplated by ltem A. :

8. The American Communications Association suggested that
the Inquiry be expanded to include the "effect of any regulatory or
policy decision dealing with this matter on the viability of the
carriers.” This question is comprehended in fssues D and £. When-
ever the Commission considers the policies and objectives of the
Communications Act, the viability of communication common carriers
is of direct relevance. ACA further suggests an expansion to
include "possible effects on employment in the industry, both present
and potential." The Inquiry is broad in mature and, while we did not
include a specific issue on employment in the industry, those persons .
who wish to submit information on this point may do so. At such time
as comments thereon are reccived, and in light of those comments, we
will give further consideration as to whether additional informatiom . -
is needed: to treat any specific questions that may be raised.,

9. The Association of Data Processing Service Organizationsl
Inc. recommended enlargement of the Inquiry to comsider "whether common
carriers, or other governmental granted and regulated monopolies,
should be permitted to engage in the business of marketing electronmic
data processing services at all, whether regulated or not." No specific
item was included to obtain expressions of opinion on this question.
However, we welcome comments from any persons who may wish to address
themselves thereto. After study of the comments received, we will determine
what further action, if any, is required in light of such comments,

10. Microwave Communications, Inc. suggested the Commission
consider "whether the present and anticipated communications require-
ments of computer users may be best served by allowing the entry into
this evolving field of small microwave common carrier companies
capable of providing high quality, flexible, and individualized micro-
wave communications services to computer users and to businesscs having
a multiplicity of communications needs." We view Item H as broad
eaough to include this issue.

11. The National Association of Manufacturers suggest “that

in proceeding with your intention of delving into the questions of
'protection of privacy and the proprietary nature of data' that_you
also give substantial attention to the control capabilities these
machines will have in the hands of goverament and others who might
direct their arbitrary uses.” Item J is designed to elicit information
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on the prorection of the privacy and proprietary ngture of data stored in
computers ‘and transmitted over communications facilities, This issue seeks
{nformation on the means now being used or under consideration, and the efe=
fectiveness of such measures in insuring that onlycauthorized persons have
access to data, The proposed modification would appear to broaden this
{ssue to {nclude comments on possible limitations which should be placed on
the uses which may be made of the f{nformatfon by those persons who properly
have access thereto. We do not believe that this problem is appropriate
for inclusion within the scope of the Inquiry. We note, however, that it
has been the subject of Congressional hearings. A report of these hearings
was published under the title The Computer and Invasion of Privacy; Hearings
before a Subcommittee of thé Committee on Government Operstions, Howse of
Representatives, Eighty-ninth Congress. T ' oo me e L

12. Rixon Electronics, Inc, suggested that Ltes H be amended to
include consideration of (a) the economic suitsbility of present tariff
offerings in regard to available bandwidth of channels conditioned for data
transmission, and (b) the extent to which present-day tariffs describe the
technical characteristics of the communications channel and the desirability
and practicality of expanding these descriptions to describe the charnel
more fully, _ ' .

. . B - RS ESRI FRTIR . By ORpee

FaZ A Y

Item H, as formlated in ocur Rotice of November- 10, 1966,
embraces these matters.: - )

13, The Union Pacific Railroad Companv addressed its response to
Item C, which inquires into the circumstances, if any, under wiiich computer

services should be deemed subject to regulation, and ltem D, which poses

the questinn, assuming that such services are subject to vegulation under
the Communications Act, whether the policies and objectives of rhe Act will
be served better by such regulation or by such services evolving in a free
and competitive market, The railroad company suggested additions to the two
Items as follows:

C (4), When furnished by right-ofeway companics and enterprises
whose rates and services are regulated by a governmental
authority or body to other entities includad within
those classifications,

and
D (1). Assuming that it {s subject to regulation under the
~ Communications Act, should & right-of-way compamy or
enterprise whose rates and ssrvicés acve regulated by a
governmental authority or body be specifically author-
. ized and permitted to utilize its own.owded and7or’ -
leased communication facilitias in connection:with the
furnishing of a computer or other data processing
service to other entities included within thase
classifications,

Approved
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—, The items which the Uniom Pacific wishes-to amend are sufficiently
broad in scope ‘to permit treatment of the specific concerns reflected
in these cuggclt;ons. : : )

-~

14. We turp now to the suggestions which have been made
regarding the procedures that should be prescribed for this inquiry.
The American Telephone and Telegzaph Company, later joined by Westerm
Union, suggests that the proceeding be divided into two phases. The
~ + first phase would encompass Items A and B of the Notice of November 10, .
1966, which items are characterized by those companies ascdealing with
factual matters, and the second phase would eacoumpass Items C through
— ] - J, which are cheracterized as dealing with policy matters. Lt ie
urged that this arrangement will enable the parties, in treating the
policy matters, to more logically address the factual situations which
evolve from the responses to Items A and B. Although the responses
called for by Items A and B involve wainly factuai matters, it would
appear that a number of the remaining items involve a nix of both
policy and fact. Thus, it may well prove impractacal to separate
' " the factual end policy questions fnvolved her¢in in view of tha ™ =~
. _ apparent interrelationship of those questions and the nced for theiz.
contemporancous consideration and developuent in responding to many ‘
o aspects of this inquiry. Accordingly, wa 4o aot fe~l that the pro-
' posed phasing of this-inquiry will be conducive to its orderly and
expeditious conduct.

- man e B

15. T cnt of Justize has suj;zested
. that participaats in this inquiry be perwmitted to subait to the Com-
mission requests for information. The Conmission would then forward
such requests to the appropriaie eantity whe would e requitec to
_supply answers thereto to be served on ali participants. There-
after, the participants would submit the views, recommendations and
conclusions called for by the Inquiry. It is our vicw that adoption
of these procedures may operate to complicate and dclay the conduct
of this inquiry. We are particularly coacerned that {mplementation
" of such procedures would iavolve the Commission aud the participants
— in a plecthora of pleadings and counterplesdings related to esch
request for information. While it is ouT objective through this -
Inquiry to amass all relevant and substantial information, views
and recommendations concerning the questions being examined, there
- is no resson to believe, at this time, that the pro- -
cedures suggested by the Department are required to achieve that
‘objective. In this connection, it is to be noted that thus far
about 40 corporate entities and associations, ropresenting the -
different segments of the computer industry have indicated intentions
h to participate fully in this inquiry. It is expected that'tiase .
and other persons will be forthcoming with the informatiom required
— to resolve the various questions in issua, If, after receipt of their
submigsions, it sppears that additional information is required, the

Approved
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s Commission will be prepared to take such measures as are approprtnie to
elicit such additional information, including the conduct of open hearings

for the receipt of testimony as has been sugpested by Western Union.

16, The susgestion was also made that a list be establ{shed and
naintained of all persons participating in this inquiry and that all such
Persons be required to serve copies of all documents filed upon each party
appearing on the list., The Commission will, for the convenience and
information of all interested persons, maintain and publish a li{st of all
participants who will have filed responses to our Notice of Inquiry,
However, in view of the large number and voiume of filings that are likely
- ' to be involved, we believe that it will work an undue hardship-on- partici~
S pants herein to require service of documents on all other participants,
This may inhibit participation by individuals and small fLrms which
constitute a vitally interested segment of the computer industry and whose
responses will contribute materially to the record we are seeking to
develop in this Inquiry, We would urge, however, that each participant,
as a matter of courtesy, honor individual requests they may receive for

- copies of their documents from other parties, ‘ T e

17." Finally, Xerox Corporation requests that ali {nterestad...
government agencies and departments, which also have a regulatory concern
with respect to the use.of computers by entities subject to their regdlatori
| jurisdiction, be notified by the Commission of the impending Inquiry, and
that the Commission furnish copies of all comments received by the
- Comnission to such agencies and departments, and invite their particination,
. - We have been advised that the General Services Administration will represent

' the interests of government agencics as users of the services involved,
Howcver, government agencies have been generally notified of the pendency of
the Inquiry and those who have interests other than as users of computer
services are invited to make such comments as might be helpful, We will,
in any event, forward copies of our Notices in this Inquiry to the regula-
tory agencies and departments involved.

18, Accordingly, all interested persons ave invited to submit
written responses to Items A through J contained in paragraph-25.0f the
| Notice of Inquiry, released November 10, 1966, F.C.C. 66-1004, 31 F.R,
14752, 14755, no later than October 2, 1967, 1In reaching conclusions {n
this matter, the Commission may also take into account any other relevant .

information brought to our attention, in addition to the comments invited
. by this Notice. '

: 19. All filings in this proceeding should be submitted in ac-
; cordance with the provisions of Sections 1.49 and 1.419 of the Commission's

——— Rules (47 CFR 1,49, 1,419), which require, fnter-alfa, submtwgton of an
original and 14 copies. '

FEDERAL COMMUNICATIONS COMMISSION

o Adopted: Mareh 1, 1967
. _Released: Yarch 2, 1967
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